DOCOMENT RESUME 



ED 079 594 

TITLE 

INSTITUTION 



PUB DATE 
NOTE 

EDRS PRICE 
DESCRIPTORS 



AC 014 538 

Instructor Guide for Federal Income Tax Implications 

of civil Service Retirement. A Unit for Federal 

Employee Pre-retirement Counseling Seminar* 

Civil Service Cominission, Washington, D«C« Bureau of 

Training.; Internal Revenue Service (D^pt•.of 

Treasury) , Washington, D.c. 

May 72 

14p. 

MF-$0.65 HC-$3.29 i 
Adult Counseling; ^ccounseling Programs; Counselor 
Training; 'i'Federal Programs; 'i'Government EmpJioyees; 
^Retirement; Seminars; Taxes; ^Teaching Guides 



ABSTRACT 

Designed to cover the general information essential 
to all annuitants regarding the Federal Income Tax implications of 
Civil Service retirement, this guide is for the use of tjie Civil 
Service Commission in training agency retirement counselors and as an 
instructor's guide or instructor's reference by retirement counsellors 
in conducting pre-retirement counseling seminars* The guide uses 
lecture, handouts, and group discussion, as well as visual aids* The 
contents of the guide are: Introduction (seminar objectives, forms 
and statements Civil Service provides retirees rjegarding Federal 
income tax, information and services a retiree can expect from IRS, 
and other professional tax services available) ; The Taxability of 
Annuities and Payments to Civil Service Retirees (the taxability of 
an immediate annuity, a disability annuity, of sick leave p^ding 
retirement, and of lump-sum payments received at retirement) ; The 
Taxability of Anntiities and Payments to Survivors of Civil Service 
Retirees ;the taxability of survivor annuity, the incoiqe tax status 
of lump-' sum payments made at death of retiree, the filing 
requirements of the final tax return for deceased annul tants# the 
requirements to be met for widow/widower filing a joint return f Qr 
two years beyond year of spouse* s death); special Federal Income Tax 
Considerations upon Reaching Age 65 or Retirement; Retirement Income 
Credit (who may or may not receive credit, what retirement income is, 
how to compute the credit) ; Declaration of Estimated Tax; and Review 
and Evaluation* . (DB) 
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BACKGROUND : 
This unit was developed by the Internal 
Revenue Service to be- 

(1) used by the Civil Service Commission 
in training ether agency retirement 
counselors , and 

(2) made ava^^lable by the Civil Service 
Commission for use as either an In- 
structor Guide or an Instructor Refer- 
ence by retirement counselors, usually 
personnel officers, government-^ide in 
conducting pre-retirement counseling 
seminars • 

PURPOSE : 

The unit is designed to cover the general 
information essential to all annuitants 
regarding the Federal Income Tax implica- 
tions of Civil Service retirement. Unusual 
and complex matters should be referred to 
the local IRS office. 



INTRODUCTION 



when needed (e.g., regarding a sub- 
ject of general interest to the 
seminar participant or a specific 
problem which an individual partici- 
pant might have); 

(3) dry-run the presentation; 

(4) work with his agency training officer 
regarding his presentation; the selec- 
tion and preparation of facilities, 
equipment and training aids; and the 
reproduction of handout materials. 

METHOD : 

The unit uses lecture, handouts, group dis- 
cussion. It is intended to be a flexible 
training aid rather than a rigid training 
package. The successful instructor will 
adapt the materials to the needs and size 
of the participant group, his own teaching 
style, and the facilities available to him. 



OBJECTIVES : 

By the conclusion of the seminar, the par- 
ticipant will have an awareness of: 

(1) the forms and statements Civil Service 
provides retirees regarding Federal 
income tax; 

(2) the information and services a Civil 
Service retiree can expect from IRS: 

(3) other professional tax services avail- 
able to him; 

(4) the Federal income taxability of Civil 
Service annuities, payments to retir- 
ees, and benefits to survivors; 

(5) special Federal income tax considera- 
tions upon reaching age 65 or retire- 
ment ; 

(6) the requirements for filing a declara- 
tion of estimated tax; th^ optional 
withholding provision available to the 
Civil Service retiree. 

INSTRUCTOR SELECTION CRITERIA AND 
PREPARATION : 

It is recommended that the personnel offi- 
cer chosen (or another possibility is an 
employee who is experienced in the comple- 
tion of tax returns) be one who: 
(1) has retirement counseling responsibili- 
ties; 

i2) has instructed, or at least is experi- 
enced in giving presentations. 
It is further recommended that he: 

(1) study the unit for comprehension; 

(2) establish a loca) IRS contact: 

o to obtain clarification, if neces- 
sary, of content of unit; 

o to be able to furnish IRS publica- 
tions and additional information 



USE OF SEMINAR MATERIALS : 
The materials comprise an Instructor Guide 
which includes suggested handouts which may 
be reproduced and given to participants be- 
fore, during or after the presentation (it 
is recommended that the participants take 
the handouts home and study them). The 
handouts also lend themselves to being made 
into transparencies, blow-ups, etc. 
Caution: the successful use of these mate - 
rials requires the use of visual aids as 
indicated in the Guide . 

In addition, IRS publications (which can be 
obtained from the local IRS office) to be 
used as handouts are specified. Another 
handout, listing related IRS publications 
which may be of interest to some of the 
participants, is also included. 
In o der to allow for questions and a 
"break,** it is suggested that approximately 
three hours be allowed for the session. 
However, the group may have no need for one 
or more subject(s) (e.g., taxability of a 
disability annuity and sick leave pending 
retirement), in which case, it is recom- 
mended that such subject^) be omitted. 

FACILITIES. roUIPMRNT, TRAINING AIDS . 
HANDOUTS : 

The size of the group will determine the 
necessary facilities and the kind of e^uip- 
m3nt, training aids and supplies which will 
be appropriate (e.g., blackboard, flip- 
chart, VU-Graph). 



HANDOUTS 



(Those marked with an asterisk* are IRS publicatlon^.an^shouW be requested from the local IRS 
o££ice; the others are Included with this package to be reprodiKred and used as handouts and/or 
blow- ups/ transparencies. ) 



Sequence Location 

of Use Title in Unit 

No. la *Pub. No. 567, Tax Information on U.S. Civil Service Retirement Section A 

and Disability Retirement 

lb *Pub. Ho. 55A, Tax Benefits for Older Americans " 

Ic *Pub. No. 324, Retirement Income Credit " 

Id *Pub. No. 505, Tax Withholding and Declaration of Estimated Tax " 

le Additional IRS publications which may be of interest and are ** 

available from the local office. 

2a Taxability of Annuity when 3-Year Rule Applies Section B 

2b Taxability of Annuity when General Rule Applies ** 

2c Taxability of Annuity when Voluntary Contributions have been " 

made 

3 Taxability of Disability Anmiity " 

4 Computation of Excludable Gain cn Sale of Residence After Section D 

Age 65 

5a Uho may (may not) receive the Retirement Income Credit Section £ 

5b What is Retirement Income? " 

What is the amount of the Credit? " 

5c How is the Retirement Income Credit computed? " 

6 Requirements for filing a Declaration of Estimated Tax Section F 

7 Participant Evaluation of Unit Section G 
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CONTENTS 



Section 

Introduction ^ 
Seminar objectives 

iforms and Statements Civil Service provides retirees regarding 

Federal income tax 

Information and Services a retiree can expect from IRS 

Other professional tax services available 

The Taxability of Annuities and Payments to Civil Service Retj^rees B 

The taxability of an immediate annuity 

The taxability of a disability annuity 

The taxability of sick leave pending retirement 

The taxability of lump-sum payments received at retirement 

The Taxability of Annuities and Payments to Survivors of Civil Service 

Retirees C 

The taxability of survivor annuity 

The income tax status of lump-sum payments made at death of retiree 

The filing requirements of the final tax return for deceased 

annuitants 

The requirements to be met for widoitf /widower filing a joint 

return for two years beyond year 
of spouse* s death 

Special Federal Income Tax Considerations Upon Reaching Age 63 or 

Retirement D 

Retirement Income Credit E 

Who may (may not) receive the credit 

What retirement income is 

H>} to compute the credit 
Declaration of Estimated Tax F 
Review and Evaluation G 



» Subit.ct : Introduction 
Oblectives : Participants will learn: 

(1) seminar objectives 

(2) what forcis and statements Civil Ser- 
vice pruvides retirees regarding 
Federal income tax; 

(3) what information and services a re- 
tiree can expect from IRS; 

'A) what other professional tax services 

are available to him. 
lime: 20 minutes 

Method of Presentation : Lecture/discus- 
s ion/handouts 

Handouts : Nos. la, lb, Ic, Id, le. If. 

•IMSTRUCTOR ACTIVin' : The purpose is to put 
everycue at ease. The seminar should be 
conducted in a relaxed, informal atmosphere 
conducive to learning. 

LESSON OUTLINE : Welcome the group to session 
on the Federal income tax implications of 
Civil Service retirement. The subject is one 
about which much interest has been expressed; 
hopefully, each participant will learn those 
things useful to him. 

Self-Introduction tc the group. The instruc- 
tor should tie this to the reason he is giv- 
ing the presentation and make clear that, 
though he is not a tax expert, he can refer 
to the local IRS office a question or problem 
of general interest to the group which is not 
covered, or is inadequately covered, in the 
session or in the handouts. 

Throughout this session, when we refer to 
taxes, we mean the Federal income tax. Fur- 
thermore, all such references are based on 
the tax Laws currently in effect. 

•ACTIVITY : Use prepared flipchart, transparency, 
etc. Have these objectives in participants* 
view throughout the seminar. 

OUTLINE : 

(1) Stat.ement of Seminar Objectives 

By :he conclusion of the seminar, you 
will have learned: 

ie) the forms and statements Civil Ser-> 
vice provides retirei'S regarding 
Federal income tax; 

(d) the information and services a Civil 
Service retiree can expect from IRS; 

(c) other professional tax services 
available to you; 

id) the Federal income taxability of 

Civil Service annuities, payments to 
retirees, and benefits to survivors; 

(e) special Federal income tax consid* 
erations upon reaching age 65; 

(f ) the requirements for filing a Decla- 
ration of Estimated tax; the optional 



withholding provision available to the 
Civil Service retiree. 

Any questions? 

(2) First of all, what kinds of information 
needed by or useful to you for Federal 
income tax purposes will you receive 
from the CSC regarding payments they 
make to you? 

At your retirement (whether a regular, 
optional or disability), you will re- 
ceive a Civil Service Annuity Statement . 

As printed on this statement: KEEP THIS 
STATEMENT. YOU WILL NEED IT FOR FEDERAL 
INCOME TAX AND FOR OTHER PURPOSES. 

•ACTIVITY: Use prepared flipchdrt. Keep in 
participants* view throughout the seminar. 

OUTLINE: 

The Civil Service Annuity Statement in- 
cludes your: 
Name 
Address 

Social Security Number 

Civil Service A;ii.uity Number 

Monthly Rate of Annuity (indicating what 
part, if any, was purchased by volun- 
tary contributions) 

Effective Annuity Date 

Total Contributions to the Retirement 
Fund (indicating what part, if any, 
were voluntary contributions) 

Type of Retirement 

Survivor Annuitant's Name (if one 
designated ) 

Survivor Annuitant's Monthly Annuity 

As you will see in examples of annuities 
which we will go through in this session, 
this statement includes information needed 
to determine the taxability of your annuity. 

At the effective date of a survivor annuity , 
the survivor annuitant (whether of a deceased 
employee or a deceased annuitant) receives 
an Annuity Certificate . The survivor annu- 
itant s'iould KEEP THIS STATEMENT. It in- 
cludes information necessary to determine the 
trxability of the survivor annuity. 

•ACTIVITY: Use prepared flipchart. Keep in 
participants' view throughout the seminar. 

OUTLINE : 

The Annuity Certificate includes: 
Name of Survivor Annuitant 
Address 
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Name of Former Employee 
Claim Number 

Effective Sarvivor Annuity Date 

Total of Decendent's Retirement Contributions 

(indicating what part, if any, were 

voluntary contributions) 
Total Annuity Paid to Decedent (if he had 

retired) 

Statement of Monthly Annuity (indicating 
total monthly annuity and what part, if 
any, was purchased by voluntary 
contributions) 

Does anyone have a question about the Civil Service 
Annuity Statement sent to the retiree or the 
Annuity Certificate sent to the survivor 
annuitant? 

REMEMBER : They contain basic information needed 
to complete the Federal Income Tax Return* 

•ACTIVITY: Use prepared f lipchart. Keep" in 
participants' view throughout the seminar. 

. OUTLINE: In addition, a retiree receives from 
CSC a U.S. Information Return (Form 1099) show- 
ing the gross amount of annuity paid to him 
during the calendar year Just completed. All, 
part, or none of this amount may be taxable 
income to him. Me will see how this is 
determined in the examples we will go through a 
little later in this session. 

Please note that an Information Return is sent 
only to a retiree receiving an annuity. One is 
not sent to a survivor annuitant. (However, 
should either the retiree or the survivor 
annuitant elect to have income tax withheld 
from his annuity, the CSC will send him a Form 
W-2, or equivalent, showing the amount withheld. 
We win discuss this later on.) 

(3) Now, let's find out what kinds of information 
and services regarding Civil Service 
retirement you can expect frcmi IRS. 

IRS has a number of publications available 
at no charge upon request from your local 
IRS office. A packet of those we think 
will be useful to most of you will be given 
out at this time. 

• ACTIVITY : Distribute packet of IRS publications 
- Handout No. 1. Packet should include : 
No. Title 

567 Tax Information on U.S. Civil Service 

Retirement and Disability Retirement 
(Handout No. la) 
55A Tax Benefits for Older Americans 

(Handout No. lb) 
524 Retirement Income Credit 

(Handout No. Ic) 
505 Tax Withholding and Declaration of 

Estimated Tax (Handout No. id) 



List of additional publications which may be of 
interest and are available from IRS. (Handout 
No. le) 

Instructor should go through the packet giving 
the title and displaying a sample of each 
publication. The titles describe content. 

OUTLINE : Tow of these deal exclusively with 
Civil Service retirement. Also included in the 
packet is a list of related publications which 
some of you might find useful. 

• ACTIVITY : Instructor should put the local IRS 
taxpayer service telephone number and address on 
f lipchart. 

OUTLINE: If you cannot find the answer to your 
question in an IRS publication or it is not clear 
to youf you may call or visit the local IRS office 
for taxpayer service. They will be glad to help 
you find the answer to your tax problem. I 
suggest that you refer your questions to IRS at 
the earliest possible time don't wait till 
April 15 when the lines at the office are longi 
As I mentioned earlier, if in our pre-retirement 
counseling sessions, we find that we have an 
income tax question of general interest, or if in 
any of your individual pre-retirement counseling 
conferences, an income tax question arises, I 
shall be glad to get the Information from the 
local IRS office. 

(4) Or should you prefer to get your income tax 
advice from someone other than IRS, you can 
get professional help from an attorney, a 
CPA or other accountant, or an income tax 
returns completion service. (Some banks 
and department stores now offer this service.) 

• ACTIVITY ; Leave these flipcharts for reference 
throughout the seminar. 

OUTLINE : Are there any questions on what we 
covered so far? - On the seminar objectives? 

What information a retiree receives from 

the CSC? 

What services a retiree can expect from 
IRS? 

Other sources of professional help? 



B Subject : The taxability of annuities 

and payments to Civil Service 
Ret iraes 

Objectives : Participants will learn: 
(1) the taxability of an immediate annu- 
ity: 

(a) when the cost is recovered with- 
in 3 years ; 

(b) when the cost is not recovered 
within 3 years; 

(c) purchased by voluntary contribu- 
tions • 

(2 ) the taxability of : 

(a) a disability annuity 

(b) sick leave pending retirement. 
(3) the taxability of lump-sum payments 

received at retirement. 
Time : 45 minutes 

Method of Presentation : Lecture/discus- 
sion/handouts 

Handouts : Nos. 2a, 2b, 2c, 3. 

OUTLINE : In earlier sessions, we learned 
that retirement is mandatory at age 70 
after 15 or more years of service, and that 
you may retire and receive an immediate 
annuity: 

at age 62 with 5 years of service; 
at age 60 with 20 years of service; 
at age 55 with 30 years of service; 

and if separated involuntarily, at 
age 50 with 20 years of service; 
any age with 25 years of service; 

and if totally disabled, at 

any age with 5 years of service. 

What portion of this annuity is taxable? 

(1) First, let's consider the immediate annu- 
ity other than a disability annuity. 

The annuity statement you receive at 
retirement shows your cost and the 
monthly rate of your annuity benefit. 

At the time you receive this statement, 
you should compute the number of months 
it will cake for you to recover your 
cost. This answer determines how your 
annuity will be taxed — by the 3-Year 
Rule or by the General Rule. Once 
this is determined^ a change in the 
amount of_ the monthly annuity has no 
effect on the Rule which applies . 

If your total contribution is equal to 
or less than the monthly annuity multi- 
plied by 36 (the number of months in 3 
years), you recover your cost within 3 
years and muse use the 3-Year Rule* 
Almost all the U.S. Civil Service re- 



tirees use the'3-Year Rule since they re- 
ceive annuity benefits sufficient to re- 
cover their ^ost well within 3 years-- 
usually within 15 to 20 months — after 
thev retire. 

If your total contribution f^xce^ds the 
monthly annuity multiplied by 36, >ou do 
not recover your cost within 3 years and 
must, therefore, use the General Rule. 

If you made voluntary contributions to 
the retirement fund, the monthly annuity 
purchased by these contributions is 
stated separately on the annuity state- 
ment, is taxable under the General Rule, 
and is not used in determining which tax 
rule applies to the annuity exclusive of 
that purchased by voluntary contributions. 
In other words, your annuity would be 
treated like two annuities for tax pur- 
poses: one to which either the 3-Year 
Rule or the General Rule applies (depend- 
ing on the time required for cost recov- 
ery) and the other (purchased by volun- 
tary contributions) to which only th^ 
General Rule applies. 

Let's go through some examples of an imme- 
diate annuity. 

What happens when the 3-Year Rule applies? 

•ACTIVITY : Distribute Handout No. 2a and dem- 
onstrate example on flipchart. 

OUTLINE : 

Go through Handout No. 2a 
(15 minutes) 

Remember: the 3-Year Rule applies to 
most Civil Service annuities. 
Ask for questions. 

What happens when the General Rule applies? 

• ACTIVITY : Distribute Handout No. 2b. 

OUTLINE : 

Go through Handout No. 2b 

(5 minutes) 

Ask for questions. 

What happens when voluntary contributions 
have been made? 

•ACTIVITY : Distribute Handout No. 2c. 

OUTLINE : 

Go through Handout No. 2c 

(5 minutes) 

Ask for questions* 

(2) Let^s turn now to the matter of a dis- 
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ability retirement. 

•ACTIVITY : Determine if this subject is of 
interest to this particular group. 

OUTLINE : What portion of this annuity is 
taxable? Here, again, you will receive an 
annuity statement from CSC showing your 
total contributions and your monthly rate of 
annuity. 

Until you attain your Retirement Date (which 
we will define later), disability annuity 
payinents are considered sick pay and qualify 
for sick pay exclusion for tax purposes. 

Let*s see how this applies in an actual case. 

•ACTIVITY: Distribute Handout No. 3. 

OUTLINE : 

Go through Handout No. 3 

( 10 minutes ) 

Ask for questions. 

At your Retirement Date, your annuity pay- 
ments are taxable in the same way as is the 
regular annuity: 

(1) you determine whether the 3-Year Rule 
or the General Rule for annuities 
applies — you use the annuity statement 
you received when your annuity began in 
order to make this determination. 

(2) recovery of your cost begins at your 
Retirement Date. 

Your Retirement Date is the earliest date 
of the following: 

age 55 with 30 or more years of service; 

age 60 with 20 or more years of service; 

age 62, or the date of service termina- 
tion, whichever is later. 

(Note: a disability retiree must project 
his years of service as if he had not been 
disabled and had continued to work In cred- 
itable government service.) 

Any questions on a disability annuity? 

(3) Finally, insofar as payments to CS 
retirees are concerned, the lump-sum 
payment for accrued annual leave is 
income taxable to the retiree in the 
year of receipt. 

In a case where this amount is large, 
you might want to tiae your retirement 
to minimize the taxes payable on this 
lump-sum. For example, when there is 
no change in the tax rate schedule, it 
might be well to defer a retirement 



from late in one calendar year in which 
earnings put you in a higher-income tax 
bracket to early in the following cal- 
endar year when annuity income will be 
lower and the payment for the accrued 
annual leeve will be subject to a lower 
tax rate. However, the possibility of a 
tax advantage afforded by income aver- 
aging should not be overlooked. (Handout 
No. If lists Publication No. 506 on in- 
come averaging as one which may be of in- 
terest to some of you and is available 
at your local IRS office.) There may be 
other personal factors to consider here. 
I just mention this as a possibility. 

Are there any questions regarding the 
taxability of C^ivil Service regular or 
disability annuities, or lump-sum pay- 
ments to retirees? 

I suggest that when you have the time, 
you go through the examples in the hand- 
outs and apply them to your own personal 
s ituat ion. 
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Subject: The taxability of annuities 
and payments to survivors of 
Civil Service Retirees. 
Objectives: Participants will learn cer- 
tain information to give to 
a designated survivor annu- 
itant regarding: 

(1) the taxability of a survivor annu- 
ity; 

(2) the income tax status of lump-sum 
payments made at the death of a re- 
tiree ; 

(3) the filing requirements of the final 
tax return for deceased annuitants; 

(4) the requirements for widow/widower 
filing of a joint return for two 
years beyond the year of a spouse's 
death* 

Time: 5 minutes 

Method of Presentation : Lecture/discus- 
sion 



OUTLINE : Let's turn to the matter of the 
taxability of benefits to survivors. 

(1) First, the survivor annuity. 

The surviving spouse of a deceased re- 
tiree annuitant uses the same Rule 
{3-Year or General) as the retiree did 
with regard to the recovery of the 
cost of the annuity. 

And, I want to call your attention to the 
fact that under current tax law, the elec* 
tion of a survivor beneficiary may result 
in a taxable gift. Here, I suggest refer- 
ence to your local IRS office, 

(2) As to lump-sum payments to survivors: 
(a) Group life insurance proceeds are 

usually tax-exempt. However, 
amounts in excess of the face 
amount of life insurance are not 
exempt. This latter situation 
arises when periodic payments are 
received rather than a lump-sum 
payment. To determine the exempt 
portion, you must prorate the 
amount of life insurance over the 
period in which installments are 
to be paid. Amounts exceeding 
the face of a life insurance 
policy must be included in income 
as interest unless the proceeds 
are payable to a surviving spouse. 
In this instance, interest up to 
$1000 each year is excluded from 
income. 



income to the beneficiary. 

Any questions on a survivor annuity or 
lump-sum payments to a beneficiary? 

(3) With regard to income tax return filing 
requirements: 

(a) A final tax return must be filed 
for the deceased employee or retiree 
for the year of death for income 
received up to the date of death. 
This can be done as a Joint 

return by the widow or widower. 
Requirements for this return differ 
in no way from those filed in prior 
years. 

(b) In addition, the widow or widower 
may file a joint return in the two 
years following the year in which 
death occurred if the following re- 
quirements are met. 

^ACTIVITY : Use prepared flipchart. 

OUTLINE : 

The surviving spouse must: 

o have been entit led to file a joint 
return with the deceased for the 
year of death; 

o not have remarried; 

o have a child or stepchild who quali- 
fies as a dependent; 
and 

o furnish over half the maintenance of 
the home which is the principal abode 
of dependent child or stepchild. 

(^) Finally, a consideration which is not 
an income tax matter but which you 
should be aware of is that the value 
of survivor benefits is includable in 
the gross estate and may result in an 
estate tax liability if the value of 
the estate exceeds $60,000. 

Once again, I suggest reference to the 
local IRS office or an attorney who 
handles estates. 

imiE: A GOOD PLACE FOR A BREAK) 



Here again, I suggest reference to 
your local IRS office, 
(b) Salary paid after the death of the 
employee is considered ordinary 
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n Subject : Jpecial Federal Income Tax Con- 
" siderations upon Reaching Age 

63 or Retirement 
Objectives . Participants will learn tax 
provisions which grant pref- 
erential treatment to older 
taxpayers who are 63 or older. 
Tirie : 13 minutes 

Method of Presentation : Lecture/discus- 
si '^/Handout 
Handc it: No. 4 

OUTLINE : If you are age 63 or older, you 
may qualify for special benefits under the 
Federal income tax law. Those benefits in- 
clude : 

(1) additional personal exemptions; 

(2) special treatment of profit if you 
sell your residence, 

(1 ) Personal Exemptions 
♦ACTIVITY : Use prepared flipchart. 

OUTLINE : 

A. An individual age 65 or over gets a 
double personal exemption. This is 
also true for a spouse age 63 or 
over. Therefore, a husband and 
wife, age 63 or over, filing a joint 
return are entitled to 4 exemptions. 

Each personal exemption is: 
$623 in 1970 
$650 in 1971 
$700 In 1972 

$730 in 1973 and thereafter 

Therefore, in 1970 this husband and wife 
had an exemption of 4 x $623, or $2,300. 

B. Requirements for Filing a Return 

•ACTIVITY : Use prepared flipchart, 

OUTLINE : The current requirements for fil- 
ing a tax return are: 

A single person with gross income of 

$1,700 or more must file a return. 
A married person with gross income of 
$2,300 or more must file a return. 

These amounts are increased $600 for each 
exemption for age. So the married couple, 
both 65 years of age or older, must file a 
return if they have gross income of $3,500 
($2,300 & $1,200) or more. (Note: Social 
Security benefits are exempt income and 
not includible in gross income.) 

Any Questions? 
(2) Sale of Residence 



•ACTIVITY: Use prepared flipchart. 

OUTLINE : 

A. If you are single and 63 or over, or 
married, and you and/or your spouse 
is 63 or over, and 

B, you have owned and used the property 
as yoar principal residence for 5 
years or more of the 8 years ending 
on the date of its sale or exchange, 
you may elect to exclude from your 
grosi^ income all or part of the gain 
on that sale or exchange. This elec- 
tion may be made only once in a life- 
time. However, once elected it may 
be revoked within a specified period 
of time. Both the election and the 
revocation must be made jointly by 
both spouses. 

If the adjusted sales price is $20,000 or 
less, none of the gain is considered income. 
If the adjusted sales price is more than 
$20,000, a part of the gain may be excluded 
from income. 

Let's go through an example of how to deter- 
mine the gain that may be excluded when the 
adjusted sales price is in excess of $20,000, 

^ACTIVITY: Distribute Handout No. 4. 

OUTLINE : 

Go through Handout No. 4 
(10 minutes ) 

Any questions? 

. Publication No. 323. "Tax Information on 
Selling Your Home" is listed on Handout 
No, If as a publication which is available 
at your local IRS office, 

(3) Deferring income in retirement years 
Just in passing, I want to remind you 
again that there usually is the addition- 
al benefit of a lower tax rate if income 
is deferred to retirement years when in- 
come is lower thsn in the working years. 

We discussed this as a factor in deter- 
mining the timing of retirement when 
accrued annual leave represents a large 
amount . 

Another example is that of deferring the 
cashing of Savings E Bonds to retirement 
years. 

These are the kinds of things to keep 
in mind regarding the deferment of in- 
come. 
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f Sublect : Retirement Income Credit 
' Oblectives : Participants will learn: 

(1) who may receive a retirement income 
credit; 

(2) who may not receive the credit; 

(3) what retirement income is; 

(A) what amount the credit can be; 
(5) how to compute the credit. 
Time : 30 minutes 

Method of Presentation : Lecture/discus- 
sion ^handouts 
Handouts: Nos. 5a, 5b, 5c. 

OUTLINE : You are, of course, entitled to the 
deductions applicable to taxpayers generally. 
And, as we have seen, ^t age 65 and there- 
after, you are entitled to the benefits of 
extra personal exemptions and special treat- 
ment of your profit if you sell your resi- 
dence. 

^ACTIVITY : Use prepared flipchart, 

OUTLINE : In addition, you may be entitled to 
a retirement Income credit^ If you are re- 
tired, or are 65 or older, you may be en- 
titled to a credit againrt your tax of up to 
15% of your retirement income. If eligible, 
you could reduce your tax by as much as 
$228.60 if single or $457.20 if married. 

A Civil Service regular annuity qualifies 
for the credit only after it becomes tax - 
able—after your cost 'has been recovered . 
A disability annuity does not qualify; after 
it becomes a regular annuity at Retirement 
Date and your cost has been recovered, then 
it becomes taxable and qualifies. In other 
words, a tax credit can only apply to tax - 
able income . 

Is this clear? 
^ACTIVITY : Distribute Handout No, 5a. 

OUTLINE : 

(1) Who may receive the credit? 

(2) Who may not receive the credit? 
Go through Handout No. 5a 

(3 minutes) 

Any questions or eligibility for the 
retirement income credit? 

^ACTIVITY : Distribute Handout No, 5b, 

OUTLINE : 

(3) What is retirement income? 

(A) What is the amount of the credit? 
Go through Handout No, 5b 
(5 minutes ) 

We will go through some examples so that 
you can see how the retirement income 
credit applies. 



^ACTIVITY : Distribute Handout No. 5c. In 
going through the Handout, explain the ex- 
amples by computing them on a flipchart. 

OUTLINE : 

(5) How is the retirement income credit 
computed? 

Let*s go through some examples. 
Go through Handout No. 5c 
(5 minutes) 
Any questions? 

Are there any questions about who is 
eligible for the retir**'T»'*nt ome 
credit and how to co* 



C Subject ; Declaration of Estimated Tax 
' Objectives : Participant will learn: 

(1) the requirements £or £iling a 
declaration of estimated tax; 

(2) the optional withholding provision 
available to the Civil Service re- 
tiree and t^ ' survivor annuitant. 

Time : 10 minutes 

Method of Presentation : ' ' -e/d^ «?cus- 
sion/ handout 
Handout: No. 6 

OUTLINE : Federal income tax payments are made 
on a pay-as-you-go basis. This is done in two 
ways : 

o by withholding tax from salaries 

and wages; and 
o by filing a declaration of estimated tax on 

income not subject to withholding. 

\iJe are all fimilar with the way the tax is with- 
held from our salaries. But some of you may for 
the first time be required to file a declaration 
of estimated tax because of receiving a Civil 
Service annuity. 

(1) What are the requirements for filing a 
declaration of estimated tax? 

•ACTIVITY; Distribute Handout No, 6. 



However, if you do not request withholding, then 
you should determine whether you are required to 
file a declaration of estimated tax and pay the 
tax installments. 

Any questions? 

At the end of ea^h calendar year the Commission 
will furnish you a Form W-2P "Statements for 
Recipients of Annuities, Profit-Sharing 
Distributions, etc." showing the taxable portion 
of the annuity as well as the tax withheld, if 
any. 

Form W-2P is also sent to survivor annuitants. 
Any further questions? 



O UTLINE : 

Go through Handout No. 6 

(3 minutes) 

Ask for questions. 

(2) Optional li thholding provision now available 
to the Ciy^ l Service retiree and the survivor 
annui t < However, you may elect to have 
the est withhold Federal income tax on the 
taxable portion of your annuity. 

If the annuitant wishes to have income t«x with- 
held from this annuity, he should write to the 
following address: 

Bureau of Retirement, Insurance, and 

Occupational Health 
U.S. Civil Service Commission 
Washington, D.C. 20415 

He should include his full name, annuity claim 
number (CSA number), and date of birth. The CSC 
will withhold any specific whole-dollar amount 
from each payment provided the amount is at 
least $5 a month and does not reduce the net 
amount of any monthly payment to less th_in $10. 

The annuitant may amend the amount to be with- 
held or terminatei the withholding at any time 
by a written notice to the CSC. 

As mentioned earlier, since the person receiving 
the annuity sets the amount of withholding, he 
may specify any amount to cover the estimated 
tax liability on other income as well and there- 
by make unnecessary the filing of a declaration 
of estimated tax. 
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A Subject : Review and Evaluation 
w Objectives : Participant will recall and 
evaluate the unit* 
Time : 20 minutes 

Method of Presentation : Lecture/discus- 
sion/handout 
Handout : No. 7 

OUTLINE : 
Review 

Let's review what we have covered in 
this unit. 

•ACTIVITY : Use Flipchart prepared for list- 
ing seminar objectives in Section A. 

OUTLINE : 

Go through the subjects and objectives 
from A* through F. 

Ask for questions on anything covered 
in the unit* 

Evaluation 

Now, we would like your appraisal of 
this unit so that we can make the next 
seminar as helpful as possible to pre- 
retirees. 

^ACTIVITY: Distribute Handout No* 7-15 
minutes • 

OUTLINE : 

Please complete the evaluation form 
and give it to me before you leave. 

Express personal pleasure of meeting 
with group, etc. 



ERIC Clearinghouse 

SEP5 1973 
cm Adult Luucation 



6P0 tf1*25f 



